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General concern for the welfare of small 


expressed during periods of national emergency 
Whe ar has brol the ime } : 
When war has broken the peacetime ] 

from 1941 to 1945 and more latterly in Korea, Congress has moved 


yattern of Our economy, a 


promptly to adopt measures d stoned to eushion the Impact of su hy 


oe : 2 . 1] ' ¢ , 
dislocations on small and independent enterprises 


Inasmuch as the manufacturing community is usually the first and 
hardest hit when Viar disrupts our economy, it is ni rai tha I 
problems of basic producers should receive primary misidel 
rather than thos of the distribu ne elements oO OUr CCODOTILN 

Our national economy, however, cannot remain in balance nor 
acnrieve naximuMmM e tie ieney nless all O ts co ponents Ine ing 
the wholesaling and retailing functions, beco1 he object of 
day-by-day attention of those charged with the respon 
protecting the rights and enhancing the opportunities « l] | 
businesses. Mindful of this, the Senate Small Business Cot 
has established a Subcommittee on Retailing, Distributio ind F 
Trade Practices to study the problems of the lareest seement i] 
enterprise, the distributive trades.' In the main, the Subx 
will concern itself with analyzing and reporting on the competit 
position of small retailers, their problems, and r constant stru ( 
to sell merchandise to the consuming publi equal teri 
then larvel and more ] werful competito S. 

The present-day probiems ol the nall and in ) ient til ( 
ers have been broug it to the attention i bie PHI be ith s 
insistence that the chairma considered it advisable to instruc 
the automoti WLauSLUry many oO con 3; feel that a con 
tinuation of current competitive practices within th 
dustry will, in the not-distant future, bring thé f Ce nal 
enterprise! Lo a ( | 

rIRE DEALERS 

Independent tire dealers make their livii Y DI uh 
tires and tubes, both new and u ed, by the rene\ io” Ol WOIN Ca r 
and by eveneral repair servicing The distingul Y characteristl 
of the small independent tire dealer are that he operates on his ow 
capital; he is relatively free to select the brands vinich he 
dea 1e S IIs { \ holesale a Ld retau ievel ( b Coll BvLotr Oo 
both; and his market ar usually confined to the community in 
which his place of business is located. He has, over, ho Manage- 
ment or fi a Cl | tl t} othe Oompa | h onduct his 
a —s oa : 
dain ‘ r 
Dist S 
ma I Or f f ( ant 
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business entirely by his own initiative. The limiting factors on his 
success are his own business ability and the competitive practices 
not merely of his fellow independent dealers but also of his sources 
of supply, namely, the rubber-tire manufacturers themselves selling 
direet to the consumer and through company stores, and from chain 
and otherwise operated “mass merchandisers,’”’ such as oil companies, 
mail-order houses, auto supply and department store outlets 
In considering the phenomenal growth of the automotive industry 
since 1914, one result of which is that America has been termed ‘a 
nation on wheels,”’ it would be a reasonable though factually unwar- 
ranted assumption that inde pendent tire dealers have shared in the 
superc harged prospe rity venerated by the combined produc tion of 
Detroit and Akron. That more and more cars and trucks, plus more 
and more tires equals better business is a theorem to which few small 
independent tire dealers would subseribe. In fact, it is common trade 
knowledge that the independent dealer is the only major type of dis- 
tributor in the tire industry whose share of the business has censist- 
ently declined. It is undeniable that the size factor of the small inde- 
pendenis is a definite, if now determining, element of this countertrend., 
To understand this anomaly, to realize why, indeed, many small tire 
dealers are engaged in a daily struggle for survival, it is necessary to 
grasp some of the fundamentals on how the pneumatic tire is handled 
commercially, 
sharp line divides the domestic tire market into two distinct 
segments. There is the so-called original equipment market, through 
which is moved the tires on the running wheels of new vehicles and 
which includes the controversial fifth or spare tire. In 1951, 28.1 
percent of tire production went into the original equipment market.’ 


CuHart No. 1 


THE DOMESTIC TIRE MARKET, 1951 
(PERCENT) 


ORIGINAL 
EQUIPMENT 


Yy MANUFACTURERS’ 
NeW TRE "UY YY BRANDS 


en Zips PRIVATE BRANDS 


RECAPS 





Through the replacement market, nearly three times as big per- 
centagewise as the original equipment market, flow new tires as well 


? Big Enterprise in the Competitive System, by A. D. H. Kaplan, 1953. The Brookings Institute, 
Washington, D. C 
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as recapped casings. The replacement market for new tires subdi- 
vides into two separate segments: (1) Tires sold under the manu- 
facturers’ own brand names, such as United States Rubber, Firestone, 
Goodyear, and Goodrich, as well as those of smaller manufacturers, 
like General, Armstrong, Seiberling, Mohawk, Cooper, and Lee, and 
(2) those marketed under private brand names, such as Gulf, Allstate, 
Amoco, Atlas, Riverside, Davis, Aeme, and the like. Manufacturers’ 
brands are retailed chiefly through the tire producers’ own retail 
stores and dealers’ Organizations The private brands reach Cal 
owners chiefly through mail-ordet houses, filline stations, department 
stores, automobile-supply chains, and dealers 


Cuarr No. 2. Tur Domestic Tirk Markt 1951, Br OUR PERCENTAGI 


THE DOMESTIC TIRE MARKET, 1951 
“BIG FOUR” PERCENTAGE 


ORIGINAL 
EQUIPMENT 


Yj, WANUEACTURERS' 


NEW TRE aeetetun 7/77/7, ¥R4N0S 
REPLACEMENT } ss UY, 


Ve > 
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Frozen out of the original equipment market by the Bis 
(United States Rubber, Firestone, Goodyear, and Goodrich), which 
in 1951, a typical tire vear, supplied 97.7 percent of the original tires 
on new vehicles, independent tire dealers must sink or swim in the 


replacement market. There are now about 20,600 small independent 
tire dealers. In 1926, independent dealers handled 89.3 percent of 
the replacement demand for tires.* By 1952, their share of this market 
had shrunk to about 50 percent That many of them are floundering 


is common knowledge within the trade 

Stated another way, in 1926-27, the independents sold 38.1 million 
tires. In 1946-47 their sales had dropped off to 33.4 million casings 
How contrary this decline is to the overall tire trend may be seen from 
the fact that tire sales for the 2 periods were 42.9 and 64.2 million, 
respectively. 

Compared to his competitors—the tire manufacturers, major oil 
companies, mail-order and chain outlets—the independent tire dealer 
is a small-business man of classic caliber. In 1949, more than one- 
half of the independent dealers purchased less than $50,000 worth of 
tires and tubes on an annual basis. 





3 Bureau of the Census, 1948 
‘Curtis Research Survey 
§ Consensus of industry estimates. 
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] / rf 1 by ¢ la zal volun »f purchases 1949 
: P t of dealers 
Estimated annual purchases in each grou} 
Less than $15.000 18. 5 
£15000 to 825.000 : 16. 0 
25.000 to $50,000 » Bit 
$50,000 to $100,000 24. 7 
S100,000 to $150,000 8.8 
$150.000 to $200.000 13 
$200, 000 to $250.000 3. 5 
250.000 and over 2. 5 
Survey, How the Independent Tire Dealer Buys, the National Association of Independent Tire Dealers, 
950 


The estimated share of total purchases bv dealers in each annual 
eee renets size group Is equally revealing. While less than one- 
fifth of the dealers fell into the $100,000-plus purchase group, these 
larger dealers accounted for 55.2 percent of 1949 purchases 


Per entage o fotal tire and tihe pir hased by dealers, accordir 7 lo e, 1949 ' 
timated percentag c 
f tot purch s 
hy dealers in h 

Est ated annual purchases: roup 
Le than $15.000 2. 0 
$15,000 to $25,000 1. 6 
£95000 to $50.000 11. 6 
$50.000 to $100,000 26.6 
$100,000 to $150,000 15. 7 
150.000 to $200.000 10. 7 
$200,000 to $250,000 11.2 
£950.000 and over 17.6 
y, How the Independent Tire Dealer Buys, the National Association of Independent Tire Deaters, 


\lore and more independent tire dealers realize every day that the 
sale of tires alone is not going to provide them with a decent standard 
of living. Diversification offers one road to salvation. It has been 
estimated that only 3 percent of the ind Pp ndent tire dealers do above 
50 pere nt of their total business in tires and tubes. From 1935 to 
1947 the number of tire dealers handling batteries, auto radios, brake 
linings, and general automobile supplies increased bd) about 30 percent. 
barge — ‘rs of dealers bave also gone 10 for such unrelated sidelines 
is electrical appli: aces and sporting goods. 

To ‘oes average independent tire de valer, W ith a gross annual volume 

' between $10,000 and $20,000 a year, the’ future presents a pic ture 
which is less than reassuring. Even among small-business men, a 
hardy group noted for an ability to weather storms, the independent 
tire dealer has had more than his share of squally sailing. 

First, there are definite limits on the brands of tires which he can 
sell. During the 1920’s there were more than 300 tire manufacturers. 
Today there are 18. Potential customers with a brand preference 
often cannot buy the tire they want from their nearest independent 
dealer 

Second, manufacturer-owned retail stores and other selling activities 
pose a serious threat to the small independent dealer. Ia 1929 there 
were 754 manufacturer-controlled tire outlets selling in direct compe- 
tition with small independents which were trying to sell the manufac- 
turers’ self-same tires. By 1939 the number of tire outlets controlled 


~~ 
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by tire manufacturers rose to 2,087. For instance, 1 of the large 
rubber companies operated 394 stores in 1933, 626 in 1940, 696 in 1950, 
and 705 in 1952. While during the past 14 years there bas been 
some reduction in the number of these company outlets, their com- 
petitive sales importance has been undiminished. 


( rood ear: 


1938 644 
1952 {83 

Firestone: 
1949 707 
1952 705 

Goodrich: 
1949 560 
1952 196 
Total, 1952__- ; 1, 684 


These manufacturer-owned tire outlets enjoy several advantages 
which are not shared by their smaller competitors. One hard-to-beat 
competitive tactic is that company stores of the big rubber companies 
can operate at a loss for long periods without having to close down 
The same sturdy financial background which makes it possible for 
these company stores to run in the red, also enables them to sell tires 
on various long-term installment plans which cash-short independents 
cannot finance. By the same token, company-controlled outlets, if 
necessary, can sell tires at below competing independent dealer buying 
prices. 

The so-called national fleet contract system gives the manufacturer- 
seller yet another competitive trump. Under this sales system, a 
manufacturer signs a contract with bus companies and some trucking 
concerns to provide tires for their vehicles throughout the country. 
The manufacturer's own dealers must service these accounts at the 
community level in return for a commission of between 5 and 10 
percent, an unprofitable rate in view of the average dealer overhead 
of from 25 to 30 percent. 

On this point, Senate Small Business Committee Print No. 3, 77th 
Congress, Ist session, commented: 

The practice of selling direct to the consumer at prices approximating the 
most-favored small dealer buying cost dates back to 1921 when certain manu- 


facturers effected contracts with certain nationally operated firms such as Ameri 








can Telephone & Telegraph and Western Flectric. This practice, although 
irritating, did not become serious until the early 1930’s, when it became apparent 
that more and more firms of this nature were commencing to buy at dealers’ cost 
prices from these same tire makers. This, of course, deprived dealers of a very 


profitable outlet for heavy-truck tires and passenger-car tires as well. 


Manufacturer-owned retail outlets enjoy another advantage in 
that such retail stores receive their merchandise on ‘‘consignment’’ 
from the manufacturer and do not have to pay the manufacturers’ 
excise tax until a sale has actually been made. Independent dealers, 
however, must dip into their operating capital to pay the excise tax 
(5 cents per pound on tires, 9 cents per pound on tubes) as part of their 
inventory costs. 

Third, another profitable portion of the replacement market faded 
from the view of the independents when the largest tire manufacturers 
started the leasing of tires on an extensive scale to bus operators on 
a mileage basis, thus once again bypassing the smaller dealers. 
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Fourth, the market provided by the largest user of tires, the United 
States Government, is closed to the independent tire dealer because 
Federal agencies make direct contracts with tire builders at prices 
De low dealer costs 

In 1948 the Bureau of the Census counted 188,253 gasoline-station 
dealers who were selling tires and tubes. This type of chain mer- 
chandising has been a major factor in slicing the independents’ share 
of the replacement market by more than 40 percent in the past 30 
vears. In the 1920's the tire sales of mass merchandisers was undet 
9 percent of the entire replacement market. ‘Today, major oil com- 
panies supply about 26 percent of the replacement demand; mail- 
order houses, department and chain stores, manufacturers’ outlets and 
direct sales, 24 percent and independent dealers the remaining 50 


‘ 


pe reent 


\nother blow to. the ndependents came in 1926, when, Sea 
Roebuck unveiled its private brand Allstate tire, which was manu- 
raetul d by lt » (00d ( ! Tire & Rubber Co.' (,00dveat was pleased 
enou I) | t} new ne mint to Tavol I \\ t} price prererences 


ranging from 30 to 50 percent helow the indepe ndent dealers’ price 

an arrangement which rave Sea;rs, Roebuck, in a7 -year period, i 
$41,000,000 buying edge over its smaller independent competitors 
Croodveal dropped Its part of the Sears. Roebuck contract in 1936, 
when Congress passed the Robinson-Patman Act for the reason that 
the manufacturer felt it could not justify the special-favor treatment 


bemeg given to the mass distributor 


In | \lont romery \\ ard foll wed suit by making i private brand 


deal with the United States Rubber Co., and the major oil companic 
icd by the Standard Oil Co. with the private brand Atlas tire, made 
by United States Rubber and B. F. Goodrich Co., invaded the replace- 


ment market with almost immediate and dire effects on thousands of 
independent dealers.’ As in the case of Goodvear and Sears, Roebuck, 
Goodrich eased out of its part in the Atlas contract following passage 
of the Robinson-Patman Act. 

To the tire manufacturers themselv.s, the promotion and wide- 
spread sale of the private-brand tires they provided the chain outlets 
proved a merchandising Frankenstein. The inroads into their own 
retailing operations made by the very private brands they had created 
forced the major tire-producing companies into the retail field, thus 
giving further impetus to a vertical integration trend. It was to 
combat the competition of Sears, Roebuck that the Firestone Tire & 
Rubber Co. set up its own retail outlets “as fast as its independent 
became crippled or impotent.”’ The record shows that in the 5-year 
period, 1928-33, Firestone sank more than $25 million into its retail 
stores, Many of which could not make a profit even though they were 
heavily subsidized by the parent company.’ 

Goodyear likewise operated some 200 stores to combat the com- 
petition it was receiving through its arrangement with Sears, Roebuck, 
and lost $9,500,000 on the retail side of its business between 1926 
and 1933 


ral Trade Cc mn, Inthe Matter of the Goodyear Tire and Rubber Company (22 F. T. C, 232) 


ee 
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In fact, a sizeable group of independent tire dealers have veiced 
the opinion that during the highly competitive market existing in 
1941, all tire-manufacturer stores operated at constant net losses. In 
this connection, it is of interest to note that the Federal Trade Com- 
mission in its Report on Distribution Methods and Costs (1944 
states, in part: 


Manufacturer- wned stores with their direct connections for s Ipply, eithe! 


on a direct-purcha e or consignment basis, also were appare ntly in a favorabl 
position to compete with the independent retailer. Some of their expe 

book keepit -. auditing, and management that must be borne entirely by thx 
independent dealer nay be borne by the manufacturer. It also appears that 
company-owned Stor that ser d subdealers obtained a larger allowance 
wholesale commissions than was given to independent dealers performing 
same service. Thus, although manufacturer-owned stores may sell at t! 


facturers’ full suggested retail prices for standard brands, their advantage appe 
to be real * * * 

Fifth, the price preferences given to private-brand mass mer- 
chandising represent to independent dealers an almost insuperable 
obstacle io conducting a profitable tire business. These substantial 
differentials are available only to private-brand mass merchandisers 
and make it possible for them to buy tires at prices considerably below 
those prices paid by dealers 


Discounts to deale rs, bu size of dealers, passenger tires, December 1947! 


Types of disc ‘ 5 
Cost 
Size of dealer, by a 7 6.00 I 
I 1 volume of pur ( 1K \ tire list 
cl s ( 
8 ll 
$1,500 to $2,500 9 ) 2 ) Ox ( 210.9 
$2500 to $7,000 9 g ‘4 69. 0 10 
$7,000 to $15,000 O5 ) 
$15,000 to $25,000 
$25,000 to $35,000 25 11 2 14 2 » + ¢ 
$35,000 to $50,006 OF 1 ’ } é ) 
$50,000 t 0,( 
$60,000 to $75,000 
$75,000 to $90,000 2 l 2 
$90,000 to $100,000 p : 
$100.0) to S150,00% ll 2 { 9 | sf 
$150,000 to $200,06 
$200,000 to $250,000 5 ( ¥ ) Q 


In fact, manufacturers have developed a dual price structure fot 


the replacement market, based on different methods of costing tires 
by which dealers buying manufacturer-brand tires have to pay con 
siderably more than distributors of private brands. The net result 
of this double set of prices is that the big distributors of private-brand 
casings are able to undersell the independents by anywhere from 10 to 
25 percent. To meet the advertised prices of cl 
age independent dealer would have to limp along on gross margins of 


. . | | 
ain outlets, the aver- 


from about 14 to 20 percent, which is not enough to take care of th 
average dealer’s operating expenses 
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Cuarr No. 3. 1947 Buyinea Price or 6.00 16 4-PLy REPLACEMENT PASSENGER 
Tire (NAITD) 

1947 BUYING PRICE 

of 6.00-16 4 Ply Replacement Passenger Tire 

List:415.25 


PRICE PAID BY PRICE PAID BY 
INDEPENDENT DEALERS MASS MERCHANDISERS 


PRICE 




















° so 100 150 200 250 10 20 3% 4 5° 
Dollor Volume in THOUSANDS Dollor Volume in MILLIONS 


Sixth, as their share of the replacement market has shrunk, in- 
dependent dealers have raised a hue and cry over a practice known to 
them as the “‘spare-tire steal’ or the “fifth-tire monopoly.” These 
terms refer to the custom developed by automobile manufacturers of 
including the spare tire as “original’’ equipment on new cars. This, 
to independents, seems an unprovoked invasion of their replacement 
domain and a gratuitous turn of the competitive screw. The Senate 
Small Business Committee has received numerous complaints about 
the “‘tifth-tire monopoly’ from hard-pressed independents. The 
following letter is typical: 

RANEY TIRE Co., 
Akron, Ohio, March 24, 1958. 
Senator Enpwarp J. Ture, 
Chatrman, Senate Small Business Committee, 
Senate Office Building, Washington, D. C 

Dear Str: Our company has been in the rubber tire and tire-treading business 
for 22 years this month. We were, vou might say, pioneers in the tire-treading 
industry, having established, we believe, the first independent tire-tread shop 
devoted to fast, custom, commercial service to the truck fleet owners. 

Our concern today, and the purpose of this letter, is to express to you some of 
our thinking in regard to a particular practice in the rubber-tire industry, the 
practice which has also existed for approximately 22 years of furnishing spare 
tires as original equipment on new automobiles and some trucks. This practice 
could better be called the fifth-tire monopoly. 

You are, I am sure, completely familiar with the well-founded monopolistic 
charges agrinst such an arrangement, so I will not attempt to point out these 
features. From a commen-sense standpoint, however, we could correctly say 
that a spare tire and wheel are the only replacement parts forced upon the buyer 
of a new vehicle. Good tires today do not fail any more frequently than do other 
parts of the modern, complicated automobile, such as automatic transmission, 
distributors, fuel pumps, fan belts, ete., which would also render the car immobile 
until repaired. Surely a well-worn tire will eventually fail, encourage flat tires, 
and become useless if not treaded or replaced, but so would any other well worn 
part of the automobile. It would be a sad situation indeed, if we were required 





See 
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to buy 2 automobiles, 1 assembled and 1 disassembled, in order to keep the as- 


sembled car in repair. To carry this to a ridiculous point, why not require a 
new-car buyer to purchase a complete set of four spare tires. The original four 
are certain to wear out and eventually fail. I wonder how many new-car buyers 
today trade their car in without ever having used the spare tire for which they 
paid list price as original equipment. This new spare seldom increases the value 
of the trade-in and as a consequence the next buyer of this used car or the car 
dealer himself reaps the profit on the deal. 

We have earnestly tried in these past 22 vears to build a profitable new-tire 
business and I can honestly say that without our treading, repair, and service 
business, we would not be a tire desler today. Evidence of this fact is that a 
large number of tire dealers are quitting business and the greatest number by far 
are those tire dealers who depended entirely upon new-tire sales for a profit 
Can you imagine what a boost these same small independent dealers and manu- 
facturers would receive if they had even the opportunity to compete for the 
business of this 1 tire out of 5, presently tied up by some tremendous tire corpora- 
tion with some special manufacturers’ deal. 

Respectfully yours, 
Cnarvtes P. Raney, Jr 

Independent tire dealers have reported to the committee their 
opinion that they are being unlawfully deprived of aecess to the 
replacement tire market for selling the fifth or spare tire for new 
cars. These dealers say that over the last 20 years they have been 
squeezed out of this fifth-tire market by “selling agreements’ between 
the large tire manufacturers and the automobile manufacturers 
Contracts between the tire and auto manufacturers have removed the 
spare tire from the so-called “‘standard”’ equipment market to “‘origi- 
nal’? equipment. That is, contracts between the tire and auto 
manufacturers have removed the spare tire from the free, competitive, 
replacement market to the exclusive auto manufacturer-tire manu- 
facturer market. Prior to 1930, cars were sold to consumers equipped 
with only the four running wheel tires. Sale of the fifth or spare was 
left to the independent tire dealers to handle on the free, competitive 
replacement market. Today the situation is reversed; new passenger 
cars and light trucks are delivered from the factory to the dealer 
equipped with the four running tires and the ‘spare’? mounted on a 
fifth wheel. It has been estimated that during 1952 this practice 
could easily have meant the sales loss to the larger independent dealers 
of an average of 1,000 tires and tubes and to have cost the smaller 
independents about 65 casings and tubes.’ In addition, the com- 
mittee is aware that to a considerable extent the smaller tire manu- 
facturing companies are dependent for sales on the smaller inade- 
pendent dealers. Any trade practice which tends to weaken the 
position of the independent dealers automatically works to the dis- 
advantage of the small tire producers. Thus, the forces promoting 
concentration within the industry receive further impetus. 

Until about 1931, purchasers of most makes of automobiles were 
able to make their own arrangements about spare tires.’ Alternatives 
included the opportunity to shop around for an inexpensive new or 
used tire for emergency use only or even to use an old tire already in 
the car owner’s possession for this purpose. Information has come to 
the committee that some large corporations which use fleets of 
passenger cars prefer to, and have the privilege of, buying them with- 
out a spare tire. In the case of trucks, the trade practice varies 

§ Berger Tire Consultant Service. 

*The Ford Motor Co. has infomed the committee that: “A fifth tire has been standard equipment on 


Ford Motor Co. passenger cars since 1926, except during tose periods when Government regulations pr« 
hibited the sale of new passenger cars equipped with fifth tires.”’ 








10 PROBLEMS OF INDEPENDENT RUBBER TIRE DEALERS 


Smaller trucks of the pickup type usually are delivered equipped with 
the spare tire. Heavier trucks and trailers, however, as a rule carry 
only the spare rim in the original equipment, leaving to the purchaser 
the option of acquiring spare tires wherever he can to his best advan- 
tage. Recent evidence produced by the Justice Department at the 
Du Pontantitrust trial has thrown some light on the origin of equipping 
vehicles with a spare tire at the factory. The Government contends 
that 

* * * During 1930, by agreement among the defendants, General Motors and 
its subsidiaries continued to purchase an increasingly large number of tires and 
tubes from United States Rubber for use on original equipment. On January 1, 
1931, General Motors and United States Rubber entered into a long-term contract 
under the terms of which General Motors agreed on behalf of itself and its sub- 
sidiaries and affiliates * * * to purchase at least 50 percent of original equipment 
tires and tubes, including spare tires, from United States Rubber 


General Motors agreed that it would discourage its dealers and distributors 
from removing such tires from General Motors ears and trucks and sul stituting 
tires manufactured by companies other than United States Rubber. 


General Motors recently informed your committee of its belief 
that 


lo afford any freedom of selection as to brands of tires would interfere with mass 


mi, hence the selection as to the brands of tires with which automobiles 

and light trueks are equipped is the manufacturer’s, not the dealer’s 
Thus, according to independent dealers, the fifth-tire monopoly 
was born on or about January 1, 1931. To these dealers, the inclusion 


of a spare tire on new cars automatically slammed the door in their 
faces on a potential 10 percent of the new tire market to which, until 
the early 1930's, they had had free access in the replacement market. 
It, has been estimate d that since 1931 some 50 million new tire casings, 
which were once within the sales province of independent dealers on 
the competitive replacement market, have disappeared from this open 
market and turned up, as spares, in the trunk compartments of new 
cars. What this means in dollar and cents terms to small dealers 
can easily be reckoned from the 6.4 million unit annual production 

rate achieved by the automobile industry in the first 6 months of this 
year figured at one spare tire per unit at an average potential dealer 
profit per tire of about $4.50. 

Most independent dealers, however, resent the spare-tire freeze-out 
both from the striet point of view of their profits and also as a reminder 
of the ruthlessness with which tire manufacturers, in alliance with 
the automotive industry, the oil companies, and other mass mer- 
chandisers of tires, seem bent on pursuing competitive practices 
which ultimately will drive the independent dealer out of the tire 
market altogether 

In marshaling their arguments against the ‘‘compulsory” spare 
tire, the independent dealers raise the following questions: 

(1) Is a relatively expensive first-line tire essential as a spare? 
The dealers say “No.” In support of this point they emphasize that 

* Burger Tire Consultant Service 

Rehates to General Motors on tires was charged by Ewart 8. Harris, special assistant to the Attorney 

Ger item in the course of the du Pont antitrust trial at Chicago. Under a contract between General Motors 


and the United States Rubber Co., signed in 1931, General Motors has received millions of dollars in rebates 
s purchased from United States Rubber, according to documentary evidence entered in the case. 











he contracts indicated that General Motors’ divisions were billed for the tires at prevailing market prices, 
but actually bonght then t a much lower figure The Justice Department charged the United States 
Rubber Co, with attempting to conceal the trne low price charged General Motors, It was reported that 


Chevrolet received a rebate of $1,437,087 in 1934 and $1,044,561 in 1935 
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today the average new-car purchaser keeps his car 31 months before 
trading it in. With the great technical advances in manufacturing 
increasing tire mileage, many car owners, who do not rotate their tires 
periodically, trade in their cars with the spare tire unused. In this 
not unusual cireumstance, the spare tire has been an economic waste. 
The primary purpose of a spare tire is one good enough to get an 
automobile from the place w here one of the tires on the running wheels 
became flat to the nearest garage or service station. Therefore, a 
relatively inexpensive new tire or even recapped tire would serve this 
basic and limited purpose. Dealers underscore this point by noting 
that during the Second World War the Federal Government prohibited 
the storage of new high-grade rubber in the trunk compartments of 
ears by prohibiting the placing of spare tires on new cars. 

(2) Is the fifth tire delivered from the factory on new vehicles a 
monopolistic device? Dealers claim it is because by its very nature 
it is a piece of replacement equipment, which was once one of the 
mainstays of the open replacement market, but which has — 
unnecessarily and arbitrarily made an integral part of new vehiel 
Dealers further claim that this “extra” is foisted on consumers at a 
price which is not known to them. 

The staff has observed that many car dealers do not know what the 
factory is charging them for the spare tire as it is costed by the manu- 
facturer in the base price of the car. It is generally conceded that the 
manufacturers add a handling charge to the spare tire and the new 
ear dealers take a markup on the spare also. Despite the under- 
standable reticence of manufacturers to disclose the cost factors of 
their cars, it is reasonable to assume that new car buyers are paying 
close to the replacement market value of their spare tires, an item 
which the average purchaser probably gives no more thought than he 
would the cost of a spark plug 

There is evidence for this assumption. For instance, both the 
Department of Justice and the former Office of Price Stabilization 
have referred to the spare as a tire bought by the auto makers ‘for 
resale,”’ as distinguished from tires mounted on the running wheels of 
new vehicles as original equipment. This distinction would indicate 
that the auto makers buy spares with the intent of selling them to 
consumers, much xs independent tire dealers sell new casings to ulti- 
mate consumers. Here it is recalled that Mr. Earl W. Glen, an author- 
ity on the rubber industry, wrote several years ago: 

Any tire man should know that the hidden price of the spare tire and tube in 
the delivery of a new car is at least equal to the retail list price of that grade and 
level tire and tube. 

In this connection, trade rumors are rife. One auto maker is said to 
earn as much as $12 a unit on some spare tires delivered with new cars.3 


Many automobile dealers would resent disruption of the auto-tire 
maker spare-tire arrangement because this practice enables them to 
sell a new spare tire with each new car. Another independent tire 
dealer complains: 

When you buy an automobile you do not buy that [spare] tire at anything 
except the retail price, and you would undoubtedly be able to go to your local 
dealer and buy that tire for at least some discount from list. 








* Burger Tire Consultant Service. 
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Again, in 1946, the United States Rubber Co. told the Senate 
Small Pusiness Committee: 

We can assure you that in the last 3 normal prewar years the lowest prices 
paid us by any automobile manufacturer for spare tires generally were as high or 
higher than the concurrent final net prices paid us by any independent retail 
tire dealer buying in the largest volume brackets * * * we can also say that in 
that period the lowest prices for tires mounted on the running wheels of new pas- 
senger cars Was substantially below the concurrent lowest prices of tires sold to 
independent retail tire dealers. 

Mr. Leland E. Spencer, Director of the Rubber Division, National 
Production Authority, told the Senate Small Pusiness Committee 
in 1951 that the automobile manufacturers probably add a handling 
charge on to the price they pay for spares. If atop this the auto 
dealer then adds on his own new-car mark-up, which is said to range 
between 25 and 33% percent, the costing process would seem to be 
much the same as through indepenlent dealers—from manufacturer 
to wholesaler to dealer to consumer—with much the same resulting 
price, with these exceptions: That the new-car buyer is in no position 
to select the brand of his choice; that he cannot dicker with the auto 
dealer on price of the tire; that the independent tire dealers and their 
smaller manufacturer suppliers have been frozen out of the picture. 

There are yet other signs supporting this position. Over the past 
years the Canadian Combines Commission has been investigating the 
Canadian rubber industry. The commission issued a comprehensive 
report last year, making these points on the auto-tiremaker relation- 
ships: 

(1) That until 1947 the tiremakers, as a rule, sold original 
equipment tires to the auto makers at prices below dealer billing, 
that they sold spare tires to the auto makers at prices roughly 
comparable to the lowest dealer billing for replacement purpose 
casings. 

That the auto makers bought spare tires ‘for resale,’”’ as 
distinguished from original equipment purposes. The signifi- 
cance of this distinction is seemingly pointed up in an agreement 
between the tire manufacturers that “All equipment tires sold 
to manufacturers for use as original equipment on new vehicles 
are not to be used as spares, for resale * * *.’’ This has been 
interpreted as a way to restrict use of the very low price original 
equipment tires. The intent could well have been to protect 
the replacement market price structure. This being so, it would 
be obvious that the meaning of “for resale’? could be only for 
sale at replacement market prices. 

(3) For billing purposes, the tiremakers required the auto 
makers to report regularly the number of tires used for spares, 
the number used for original equipment. However, some man- 
ufacturers billed their auto maker customers an average original 
equipment-spare price instead of two separate billings. 

(4) In 1947 the tiremakers changed from the dual-price struc- 
ture to a single-price structure for all original equipment and 
spare tires sold to auto makers. The purpose of the switchover 
was to eliminate the necessity for reporting spares separately, or 
for convenience in billing. One conclusion is that the total cost 
of original equipment-spare tires was unaffected. In other words, 
the averaged price became the flat price. 
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The combines commission also reported that on one popular-size 
tire the original equipment price was $7.29, the independent dealer 
price was $16.70, and the consumer list was $21.55. The average 
original equipment-spare-tire price (4 running wheels, 1 spare) would 
be $9.17. Assuming that the added cost on the four running wheels, 
or original equipment casings, was absorbed in the general manufac- 
turing cost of the car, and that the auto maker figures the spare at 
the $9.17 price, the profit on this casing sold ‘for resale’? would be 
about $12.38. 

There is significance in the fact that, while there are some excep- 
tions, many Federal agencies purchase new vehicles without a spare 
tire for the reason that spares may be bought more economically as 
a separate purchase. Indeed, the Senate Defense Watchdog Sub- 
committee reported last year: 

Under present marketing conditions, tires may be purchased more cheaply by 
open bid procedures than by having the vehicle manufacturer install them on the 
vehicles. The present prices obtained on (open) bids are running substantially 
lower than Federal supply prices. These bids are in the main, being awarced to 
“small” rubber companies who are able to underbid the biz companies that supply 
the vehicle manufacturers. 

Dealers point to this as a further indication of what advantages 
would accrue to the automobile buying public if the spare tire were 
returned to the competitive replacement market. To them, it con- 
stitutes proof of their position that the buying of spare tires through 
the automobile manufacturers costs consumers in the aggregate a 
sizeable sum of money each year. 

Nonetheless, the Department of Justice, Antitrust Division, has 
been no actionable factors in the spare-tire controversy. On Feb- 
ruary 20, 1952, the Department informed the National Federation of 
Independent Business that— 

It is our conclusion that the supplying of the fifth or spare tire by the automobile 


manufacturer to his dealers or customers does not, standing alone, constitute an 
unreasonable restraint of trade. 


Small tire dealers, however, have received some encouragement 
from another Federal source. To the thousands of independent 
dealers who purchase their tires and tubes in small quantities and are 
thereby deprived of the discounts enjoyed by heavy-tonnage buyers, 
the Federal Trade Commission promulgated a ruling on January 4, 
1952, which, while no cure-all for the alsonia nts, held out to them 
the hope that a more even balance might be struck in the competitive 
scales. After hearings and the submission of briefs by interested 
parties, the FTC ruled that a carload quantity of 20,000 pounds 
ordered at one time for delivery at one time was the maximum quantity 
which could be used to justify price differentials on replacement tires 
and tubes fabricated of natural or synthetic rubber for use on motor 
vehicles." 

In its investigation, the Commission discovered that large-volume 
purchasers were so few that lower prices based on volume worked 
discruminatory hardships on the many small-volume buyers and 
promoted monopoly both among buyers and sellers. The FTC also 

1 This “qrantity-limit rule” was the first such ruling ever issred under the quantity-limit proviso of 
the price discrimination section of the Clayton Antitrust Act, as amended by sec. 2 (a) of the Robinson- 
Patman Act, which authorized the Commission to ‘fix and establish qrantity limits 4s to | articular com 


modities * * * where it finds that available purchasers in greater quantities are so few as to render differer 
tials on account thereof unjustly discriminatory or promotive of mono} oly in any line of commerce.” 
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pointed out in its findings that the Interstate Commerce Commission 
had for vears applied the same principle to protect the many small 
merchants by refusing to sanction cost-justified transportation rate 
differentials on quantities not within the customary shipping limits 
of small businesses 

The FTC's rationale of its unprecedented quantity-limit rule on 
tires and tubes is set forth in the following statement released at the 
time the ruling was issued: 

The FTC found that about 48,000 buyers purchased replacement tires and 
tubes from 21 manufacturers in 1947. Annual volume of purchases by individual 

i { | lie 


I ers ranged up to almost $50 milli 


More than 98 percent of all buyers purchased less than $100,000 annually and 
pplied only a little more than 52 percent of the requirements of the replacement 
market in 1947 


Making up the remaining approximately 48 percent of the replacement business 
‘ 








done in 1947 by less than 2 percent of the buyers with annua! volumes of from 
$100,000 to $50 million were 2 major groups. Somewhat more than 18 percent 
was done by about 1.85 percent of the buyers with annual volumes of from $100,000 
to $600,000 Substantially 30 percent was done by about 13/100 of 1 percent 
of the buvers with annual volumes of from S600,0090 to S50 milli 

here were 63 buyers in this largest-volume br: ‘t and they, in comparison 
with their smallest competitors, paid from 26 to percent less for passenger 
tires and from 382 to 40 pereent less for truck tires The Commission said this 


must inevitablv have a tende ney to destroy the business of the 


‘ause a 30 percent differential would enable the largest buyers to 
resell at prices about equal to the smallest purchasers’ costs. Under the circum- 
stances, the Commission concluded, such differentials are necessarily rendered 





many buyers 























unjustly discriminatory within the meaning of the statute by the fewness of the 
buvers to whom they are available 
lhe differentials on the greater quantities were available to such a small number 
buyers that, according to the findings, they were also promotive of mon poly 
among the buvers In support ol this the Commission poll ted out that the 
I vers d g only about 52 percent of the replacement business in 1947 
had done about 90 in 1926 The vear 1926 was the one in which there 
first appeared diffe ubstantially of the same kind and amount as are now 
available to only a buvers. This situation, the Commission said, shows 
i \ ikable t smaller buvers toward extinction and of the larger 
rd monopoly 
Che Commission further found that the fewness of the big buyers rendered the 
differentials to them promotive of monopoly among sellers The differentials 
on the larger quantities to the few big buvers were seen as heing casually connected 
with a marked decline in the number of manufacture and the concentration of 
| s of the big buvers in the hands of tl t manufacturers, 
i t S Also se fort e reasons ) quantity imit in terms of 
rdered at one time for delivery at one time rather than in terms of 
purchased over a period of time. In the opinion of the ( sion, d 
( ts based on \ ime of transactions over a period of ti ra and 
! 10 e Ur ) not hi the ( T l n said, wa l 
t { ] i nent Of the lr I ite Co 1eT¢ ( LISSLO M th s 
{ ( I i 1 te perm ri é based on volume of sl ipmen over & 
rhe FTC findings also state that it had been judicially recognized in recent 
erin ition litigation under the Clayton Act that ‘‘volume discounts 
costs to purchase on @ basis which is ultimately their size whereas the 
of a carload discount is not abritrarily determined by the size of the 
but depends upon an obvious difference in handling and delivery 
( The same authority was quoted for the proposition that it was ‘“‘not 
robable’’ but “almost inevitable’ that volume discounts would accelerate 
the ti 1 of the urger purchasers toward monopoly and the smaller toward 
extinetion In addition, the Commission said, volume discounts have a substan- 
le cv i liminate competitiol and promote monopoly among sellers by 


purchasers to buy all of their requirements from only one seller. 


No sooner had this maximum quantity limit discount ruling been 
promulgated by the FTC than the tire- and tube-manufacturing in- 
austry rallied in protest Some 19 tire and tube producers, together 
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with another group includ ne’ a fe W deals rs and \I mtorr merry Wat ias 
plaintiffs, filed suit in the United States Distriet Court for the District 
of Columbia asking the court, in bref, to nullify the ruling The 
court, while acknowledging lack ol jurisal tioh, nevel theless issued 


stay order pending appeal 


On a question of jurisdiction, the United States Court of (Lpp 
remanded the case to the Kedet ul distri court Lol Til chinte 
on grounds that the lower court does not have » wa 
ruling has actually damac nvone | ct of appeals avcreed 
with the contention of t re ru I manulact rs, as plaintiffs, that 
there is enoueh possibil ty OF damage rel n ti Lilt 0 
tifv trial of FTC's ruline bv the dist: ou I s, t i mp 
of the FTC to appls the quant ) on ol LO 
son-Patman Act seemed | ded fo ( ( Ln t 
end up in the United Stat reme Cou 


there is a il and lia é 
ota 1a itv ll \ i tif 
privat bra 11 ( t I 1 I 
a COMpa;r ley 
private brand is 
is used j ection 2 t \ eca ! t 
art » few 2) a ( i 
substantial price pr 
are able to, and d dimit compet I and 
tire dealers BB) The price preferenes ved pr it ray 1 
are also “‘promotive of monop a 
the type of competitio 
mass merchandiser pon t ir 
dealers’ market | mor tna 10 pe 
of scores of smaller tire manufa rer 
manufacturing in the hands of t present four tir ar ind 
defensive vertical integrati rf anufacture and d 
further reduction in the independent dea 


The NAITD took the position, however, that a carload limitatio 


was not the best wav to solve independents’ problems and that 


1 ] » ! 

dollar volume limit designed to eliminate the injust differentials 
; 31 - 
allowed to private brand buyers would bi more eilective Insummary, 
the NAITD stated 
The quantity limit p1 ilgated by the ¢ ) 1 be draw 

specifically designed to meet only tl niu Be 
position of the private brand mass merchandiser | i imber of 
tant dealer objections to the carload limit rul : tact ay 
notice of these proce dings 1) It ould appear to « ed the nart aut 
granted by the statute bh) Limitation of pure r differentials t 
transportation factors, if that is the proper interpret of the suggested 
is not required by existing competitive relatio ! To attempt to d 
mav merely compel manufact lir i t e dea 
and thus deprive smaller de: est I to buy direct] 





) 


manufacturers d) On the other hand, a carload | t permitting additional differ 
entials based on actual savings in deliveries up to a carload will simply disr 
traditional dealer-supplier buying and selling habits without benefiting any cla 
of independent tire dealer e) For these reasons a substitute quantity limit 1 
is proposed which will, in terms, eli 
mass merchandisers without requiring disruptive changes in the established 
dealer-supplier structure. The proposed substitute rule may accomplish t 
objective by establishing a quantity limit of $600,000 annually beyond which 
differentials of the specific kind described in the rule would not be permitted. At 
the same time such a rule will in no way sanction a $600,000 annual tire volume 
as a measure for permissible and lawful discounts for buyers of that amount or I 


minate preferential discounts to private brat 
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While NAITD has strongly favored a dollar rather than a carload 
limitation, it has no basic objection to the ruling as issued and feels 
that it should be given a fair trial. 

In the actions pending in the United States District Court for the 
District of Columbia in which the large rubber companies were 
attempting to have the quantity -discount rule declared null and void, 
George J. Burger, in behalf of independent tire dealers located in 
San Diego, Calif., Chelsea, Mass., Joplin, Mo., Chicago, Ill., Denver 
Colo., Wewoka, Okla., St. Paul, Minn., White Plains, N. Y., Akron, 
Ohio, Boston, Mass., Fond du Lac, Wis., Waterloo, lowa, and Mount 
Pleasant, Mich., filed a petition to serve as amicus curiae and to be 
allowed to file a brief and be heard through counsel. 

This application was for the purpose of keeping the quantity- 
discount rule in full force and effect. The court authorized Mr. 
Burger to appear as amicus curiae on behalf of independent. tire 
dealers, received the brief prepared by counsel and he ird oral argument. 

After due deliberation the court dismissed all the various actions 
of the rubber companies and sustained the validity of the quantity 
rubber discount rule. Shortly thereafter the court issued an order 
staying the effective date of the rule pending the appeal taken by the 
rubber companies. 

In a motion for leave to appear as amicus curiae, George J. Burger 
stated: 

e same time that he signed the orders dismissing the actions, Judge 

MeGuire signed an order postponing the effective date of the rule, pending appeal 

from the dismissals This order was made and signed without notice of motion 

submission of supporting papers. No papers are recited by the order 

only grounds recited for issuing it are the ‘‘noveltyv of the questions raised’’ 

and the desire “to maintain the status quo.”’ There is no recital of irreparable 

\ he event the stay were not granted. Strangely, no time is set for the 
luration of the stay 

Petitioner, in behalf of independent tire dealers, is particularly concerned with 





the stay order. The rule was promulgated under a provision of the Robinson- 
Patman Act designed to protect smaller purchasers as against a few large pur- 
hasers Che rule was promulgated over a year ago and, under the terms of the 
orders, is still not in effect Che presumption is that the smaller dealers were 
lamaged by discounts greater than those permitted by the rule, yet appel- 
ints have not even been required to post a bond to cover the possible damages to 
uch dealer 
It reliably reported that the Federai Trade Commission, appellee, by a vote 
} to 2, declines to take any action either to support or oppose a stay, the minor- 
of 2 being in strong opposition to the stay The undisputed fact is that the 
Con ion has made no motion to vacate the stay nor have appellants made 
ny ; larifs what is the duration of the stay. Inasmuch as this curious 
| ‘appellant and appellee interests prevent the question of jurisdic- 
from reaching this court, the result, if there is no jurisdiction 
, is the very same as if the parties connived, even from the best 


» the court assume an unlawful jurisdiction. 


CONCLUSIONS 


1. The replacement market for rubber tires and tubes is an in- 
tensely competitive business in which the size of the individual busi- 
ness enterprise is an important if not actually determining factor. 
It is impossible to forsee at this time whether as a result of expected 
technological advances, such as, for instance, — ability to make 
tires to last for approximately 100,000 miles, or because of natural 
evolutionary processes at work which determine : anion patterns 
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within the industry, the time may not come when the small inde- 
pendent tire dealer as he has been known will not gradually fade out 
of the competitive picture. Such an eventuality would have an un- 
fortunate effect upon competition within this particular merchandising 
market and, by extension, upon our economy as a whole. To pre- 
clude this possibility, every feasible step should be taken to preserve 
and strengthen the competitive position of the small and medium 
size independent tire dealer. For, in addition to all other considera- 
tions, it is known that in times of national emergency, the servicing 
and reconditioning of tires by thousands of independent dealers is 
essential to national security. 

2. The Federal Trade Commission should proceed with a vigorous 
enforcement of the maximum quantity limit discount rule inasmuch 
as this represents one concrete means of minimizing the disadvantages 
to small independent dealers of the industry’s pricing practices. 

3. The Commission, in addition, might well make an effort to 
speed up its consideration of unfair trade practices in the rubber 
tire field. A trade association has referred more than a dozen com- 
plaints involving alleged deceptive practices and misleading adver- 
tising to the Commission dating back as far as February of 1950. 
No positive action has been taken on these complaints to date. 

4. Moreover, a more vigorous policing of cease-and-desist orders 
would undoubtedly have a beneficial effect In this connection, it is 
germaine to refer to a portion of United States versus Economic 
Concentration and Monopoly, a staff report to the Monopoly Sub- 
committee of the Committee on Small Business, House of Repre- 
sentatives, 79th Congress: 

The Federal Trade Commission was asked in maki s report on antitrust 
cases to include a report on the results of their action including brief statement 
showing manner in which investigation resulted in retarding monopoly or con- 
centration, 


The Commission in answering this part of the quest merely reported on 






whether a cease-and-desist order had been issued and a compliance report had 
been received. 

The Federal Trade Commission, after issuance the cease-and-desist order, 
requires that the respondent (defendant) send in, wit 60 to ©0 days, a report 
showing how they are complying with the terms of th ase-and-desist order. 
Receipt of the compliance report is considered to be the evidence of a successful 
antitrust action. In other words, the issuance of a cease-and-desist order and 
filing of a compliance report by the defendant—-or respondent, as the Federal 
Trade Commission ealls hin ends the case as far as the are ( erned 

What seems to be really crucial is that the Federal Trade Cor ssion appears 
to go ahead issuing the Ce@ASC-Al d de ist orders ll the exnectation t at a cease- 
and-desist order and a compliance report solve the | em. Without any 
independent and systematic followup the Commission is unable to answer (a) is 
the respondent actually complying with the precise terms of the order, or (6) has 
the re pondent found another means by which to continue the same offense 


througt a technique not covers d bv the original RT ( complaint 
Underscoring the statement that ‘‘there is oftentimes a great difference between 
a legal victorv and an economic victory,”’ the report further notes that: ‘“The 
statement from Mr. George Burger of the Burger Tire Consultant Service makes 
very detailed and lengthy charges that the ce 


} 


ase-and-desist order issued by the 
Federal Trade Commission against the United States Rubber Co. in 1939 was 


meaningless in terms of practical results.” 

5. There is an absence of up-to-date economic data bearing on the 
problems of independent dealers. That these may be more clearly 
defined and better understood, the Commission might very well find 
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it rewarding to make a detailed analysis of the current competitive 
position of the independent tire dealer and report its findings to the 
Senate Small Business Committee at as early a date as possible. 

6. On August 18, 1947, an information was filed in the District 
Court for the Southern District of New York against the Rubber 
Manufacturers Association and eight major rubber-tire manufacturers 
charging a conspiracy in restramtl of trade and interstate commerce 
in the sale of rubber tires and tubes. It charged that the defendants 
agreed on prices, discounts, allowances, bonuses, classifications ol 


customers, 


uniform warranties, guaranties, and adjustment policies, 


allocations of sales to State, county, and municipal rvovernment 


agencies, limitations upon production of specified types of tires and 
other related practices for the purpose of eliminating price competi- 
tion. On October 21, 1948, the association, 8 corporations and 2 
individuals entered pleas of nolo contendere and were fined a total 


ot $50,000 


In view of the above, the Justice Department, Antitrust Division, 
might profitably review 1ts previous action In this field and make a 


new appraisal of the extent to which the tire manufacturing industry 


has refrained since 1948 from the restraint of trade practices for which 
they had previou ly been cited \ report on this, as well as informa 
tion on why many of the origmal charges against the industry 
were dropped, would be received with interest by the Senate Small 

Business Committe 
‘. A current evaluation of the practice of providing new vehicles 
with a fifth or spare tire to determine if this practice constitutes a 
n sale and ts in straint of track with adverse effects both on the 


maller tire manufacturers and the independent dealers, might also 
profitably be made by the Antitrust Division 
S. It is evident that the application of the manufacturers’ exciss 
levy, whereby company-owned retail stores may defer payment oi 
this tax on tires and tubes because they receive their merchandis 
on consignment” from the parent company, gives company stores a 
very material advantage over the independent dealer who must pay 
tax upon receipt of his tires and tubes. If the Bureau of Internal 
Revenue feels that no administrative remedy exists for this diserim- 
ination, the solution of the problem might become the concern of the 
appropriate committees of Congress. 
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